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PART Iv 

Item 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-1% 

(a) The following documents me 5Ied as part of this Report 

1. Financial Statements. 

2. Financial Statement Schedules. 

Schedule No. 
I. 

Description 

Valuation and QuaiirYing Accounts 

3. Exhibits 

Exhibit 
Number Description of Exhibit - 

3.01(1) 
3.02(1) By-laws of the Regisvant. 
3.03(16) 

Restated Certificate of Incorporation ofthe Registrant. 

Certificate ofilmendment to the RestatedCeidiicate of Incorporation of the Regiswant. 
10.01(2) Employment Agreement between the Registrant and Howard S. Jonas. 
10.02(18) 1996 Stock Option and Incentive Plan, as amended and restated, of the Registrant. 
10.03(3) Form of Stock Option Agreement under the 1996 Stock Option and Incentive Plan. 
10.04(4) Form of Regismtion Rights Agreement between certain stockholders and the Registrant 
10.05(1) Lease of 294 State Street. 
10.0615) Lease of 190 Main Street. 
10.716) Form of Registration Rights Agreement between Howard S.  Jonas and the Registrant. 
10.8(10) Employment Agreement between the Registrant and James Courier 
10.9(7) Agreement between Qiff Sobel and the Registrant. 
lO.lO(10) Employment Agreement between the Registrant and Hal Brecher. 
10.11(10) Employment Agreement between the Registrant and Howard S. Jonas. 
10.12(8)' Agreement and Plan of Merger, dated April 7, 1998, by and among the Registrant, ADM Corp., 

InterExchange, Inc., David Tusock Eric Hechf Richard Robbins, Bradley Turocl; Wai Nam 
Tam, Mary Jo Altnm and Lisa Mikulynec. 

Alliance, LLC. 

thereto, Lehman Commercial Paper Jnc., CIBC World Markets Carp. and Bankers Trust 
Company. 

the Registrant and Bankers Trust Company, as Collateral Agent. 

the Registrant and Bankers Trust Company, as Collateral Agent. 

of the ReEistrant and Bankers Trust Company, as Collateral Agent. 

10.13(9) 

10.14(10) 

Securities Purchase Apement  between the Registrant Carlos Gomez and Union Teiecird 

Credit Agreement, dated as of May 10,1999, by and among theRegistranr, various lenders party 

10.15(10) 

10.16(10) 

10.17(10) 

10.18(10) 

Pledgeilgreemenf dated as of May IO., 1999, by and among the Registrant, ceeain subsidiaries of 

Security Agreement, dated as of May 10,1999, by and among the Registrant, certain subsidiades of 

Subsidiaries Guaranty, dated as of May 10,1999, by and among the Registrant, certain subsidiaries 

Loan Amgeemerit between the Registrant and StephenBrown. 
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Exhibit 
Number Description ofEahibit - 
10.19(11) Interneflelezommunications Agreement daied as of May 7 ,  1599, by and between Regiswani and 

10.2@(11) Joint Marketkg Agreemeat, dated as of May 7,1999, by and between Registrani and NetZPhone, 

10.21(11) IDT Services Agreement. dated as of May 7,1999, by and between Registrant and NetZPhone, Inc. 
10.22(11) Net2Phone Services Agreement, dated as of May 7, 1999, by and between Registrant and 

10.23(1 I) Assi-pnent Agreement. dated as of May 7,1999, by and between Registrant and NeCPhone, Inc. 
10.24(1 I) Tax Sharing and Indemnification Aptmen6 dated as of May 7,1999, by and between Registrmt 

10.25(1 I j  Separation Ageementi dated as of May 7,1999, by and between Regisaanr and NetZPhone, Inc. 
10.26(11) Co-location andFacilities Management Services Ageement, dated as of May 20,1999, by and 

10.27(12) Lease of520 Broad Street, Newack New Jersey. 

10.28(12) .hendment to Lease of 520 Broad Street, New& New Jersey. 
10.29(13) Option Ageement, dated as of March 3,2000, between IDT Corporation and AT&T Corp. 
1@.30(14) Amendment to Option Agreement, dated as of April 5,2000 between IDT CoiForation and AT&T 

10.31(13) Subscription Agreement, dated as of March 24,2000, between IDT Corporation and Liberty Media 

10.32(14) Amendment to Subscription Agreement, dated as of May 26,2000, between IDT Corporation and 

10.33(13) Letter Agreement, dated as of March 28, 2W0, between IDT Corpoxation, AT&T Corp. and 

10.34(13) Letter Aseement. dated as of March 30,2000. between IDT CoiToration, AT&T Corp. and 

10.35(15) Conversion, Termination and Release Agreement, dated as of April 30,2000, between IDT 

NetZPhone, Inc. 

InC. 

NetZPhone, Inc.' 

and NeUPhone, Inc. 

between Re,$trant and NetZPhone, Inc. 

Corp. 

Corporation. 

Liberty Media Corporation. 

Net2?hone, Inc. 

NetZPhone, Inc. 

Corporation, Terra Networks, S.A., Terra Networks USA Inc., Terra Networks Access Services 
USA LLC and Te ra  Networks Interactive Services USA LLC. 

Stock Exchange ilgeemenl, dated as of April 18,2001, by and among IDT Investments Inc., IDT 
Corporation, IDT America, Corp., 225 Old NX Road, Inc., 226 Old NE Road, Inc., 60 Park Place 
Holding Company, Inc., Libem Media Corporation, Microwave Holdings, L.L.C. and Liberty TP 
Manapment, Inc. 

Stockholders AFeement, dated as of November 26,1997, by and among Teligent, Inc., Microwave 
Services, Inc., Telcom-DTS Investors, L.L.C. and N'ITAkT Investment Inc. (Incorporated by 
reference to Exhibit 2 to Schedule 13D, filed by The Associated Group, lnc. and Microwave 
Services, Inc. on December 8,1597 with respect to securities of Teligent, Inc,) 

Registration Rights Agreement. dated as of March6,1998, by and betweenTeligent, Inc. and 
Microwave Services, Inc. (Incorporated by reference to Exhibit 6 to Amendment No, 1 to 
Schedule 13D, fded by The Associated Group, Inc. and Microwave Services, Inc. on March 9, 
1998 with respect to securities of Teligent, Inc.) 

10.36(15) 

10.37(19) 

10.38(19) 
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W b i t  
N* Description of Exhibit 

10.60' 

21.01' Subsidiaries of the Registrant. 
23.01 lr Consent of Ernst & Young LLP. 
99.l(a)* Ceailication of Chief Executive Officer 
99.1cO)' Certification of Chief FmancieLOEcer 

Amendment to the Employment Agreement, dated October 24. 2002, between the Registrant and 
E. Brian Finkelstein. 

* filedherewith 
(1) Incorporated by reference to Form S-1 filed February 21,1996 file no. 333-00204. 
(2) Incorporated by reference to Form S-I Bed January 9,1996 file no. 333-00204. 
(3) Incorporated by reference to Form S-8 filed January 14,1996 file no. 333-1972?. 
(4) Incorporared by refermce to Form S-1 filed March 8,1996 file no. 333-00204. 
(5) Incorporated by reference to Form 10-K for the fiscal year ended July 31,1997, filed October 29,1997. 
(6) Incorporated by reference to Form S-1 filed March 14,1996 file no. 333-00204. 
(7) Incorporated by reference to Form lO-K/A for the heal year ended July 31, 1997, W February 2,1998. 
(8) Incorporated by reference to Form 8-K filed April 22; 1998. 
(9) Incorparated by reference to Form 10-WA for the fiscal year ended July 31, 1998, filed December 4,1998. 
(10) Incorporated by refemnce to Form 10-Q for the fiscal quarter ended January 31, 1999, &d March 17,1999, 
(I 1) Incorporated by reference to Form 10-Q for the fiscal quarter ended April 30,1999, filed June 14, 1999. 
(12) Incorporated by reference to Form 10-K for the fiscal year ended July 31,1999, fledNovember 4,1999. 
(13) Incorporated by reference to Form IO-Q for the fiscal quarter ended .4pd 30,2001, filed March 12,2000. 
(14) Incorporated by reference to Form 8-K filed March 31,2000, 
(15) Incorporated by reference to Schedule t4C filed June 12,2000. 
(16) Incorporated by refcrence to Form 10-Q for the fiscal q u m r  ended April 30,2000, filed June 14,2000. 
(17) Incorporated by reference to Form IO-Q for the fiscal quarter ended October 31, 2000, filed December 15, 

(18) Incorporated by reference to Form 10-Q for the f=cal quaaCr ended January 31,2001, filed March 19,2001. 
(19) hcorporated by reference to Schedule 13D filed on April 30,2001. 
(20) Incorporated by reference to Form 10-Q for the fiscal W r  ended October 31,2001, filed December 17, 

(21) Incorporated by reference to Form 8-K filed Jarmag 3,2002. 
(22) Incorporated by reference to Form IO-Q for the fiscal quart= ended April 30,2002, filed June 14,2002. 
(23) Inmrporaled by reference to Schedule 13D filed on August 21, 2000, witb respect to NeWhone, by D T  

Investments, IDT and Howard S. Jonas. 
(24) Incoporated by refermce to Schedule 13D. fled on October 25, 2001, with respect to NeQPhone, by 

Net2Phone Holdings, L.L.C., IDT Domestic-Union, L E ,  IDT Investments Inc., D T  Nevada Hoidings, 
Inc., IDT Domestic Telecom, Inc., lDT Telecom, hc., IDT Corporation, Howard S. Jonas, EelTech, UC 
and AT&T COT. 

2000. 

2001. 

( 2 3  Incorporated by reference to Form S-I/A of NetzPhone Ned June 20,1999. 
(26) Incorporated by reference to Schednle 13D, fded on November 15! 2001, with respect to NeUPhone, by IT 

Stock Net2Phone Holdings, IDT D-U, IDT Investments, IDT Nevada, IDT D-T, IDT Telecom, IDT, 
Xoward S. Jonas, ITelTech and AT&T. 

(b) Reports on Form 8-K 

On August 28,2002, the Registrant fded Amendment No.1 to its Current Report on Form 8-K o+&,Slly 
filed on January 3,2002. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or lS(d) of the Securities Exchange Act of 1934, the 
registrant has duly caused this Annual Report on Form IO-K to be signed on its behalf by the undersigned, 
thereunto duly authorized. 

IDT CORP~PATION 

By: /Si J~MES A. Comm 
James k Courter 

Vice chairman and Chiefheecutive OBiw 

Date: October 29, 2002 

Pursuant to the requirements of the Securities Exchange Act of 1934, this Annual Report on Form 10-K has 
been signed by the following persons on behalf of the Regsirant and in the capacities and on the dates indicaed. 

- Signature Titles - 
is/  HOWARD S. JONAS Chahlan 

Howard S. Jonas 

/ s i  Jiul~s A. C o m m  Vice chairman and Chief Executive 
James A. Comkr Officer Principal Executive 

Officer) 

Is1 S m m  R; BROWN Chief Financial Officer and Director 
Stephen EL Brown (principal Financial Officer) 

is1 MARCEL0 FISCHEP. Chief Accounhg Officer and 
Marcel0 Fischer Controller (principal Accounting 

Officer) 

is/ MICHAEL FISCXBERGEX Chief Operating Officer and Director 
Michael Fkchberzer 

i s /  JOYCE J. MASON Director 
Joyce J. Mason 

Is/ MARCE. KNOLLER Director 
Marc E. 6noUer 

/ s i  MosHE KAGANOP Director 
Moshe Kaganoff 

lsi GEOFFREY ROCHWARGER Director 
Gea&eg Roebwarger 

is1 MEm.4. BEW Director 
Meyer A. B e m o  

Is/ J. WARE~N BLAKER Director 
J. Warren Blaker 

Date 

October 29,2002 
- 

October 29.2002 

October 29,2002 

October 29,2002 

October 29,2002 

October 29,2002 

October 29, 2002 

October 29,2002 

October 29, 2002 

October 29,2002 

October 29,2002 
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fsf h.IIcKcEL J. L m  Director 
Michael J. Levitt 

f S l  PAULFC3ICHMANN Director 
Pad Relchmann 

/SI WILLIAM F. WEm Director 
William E. Weld 

October 29,2002 

October 29, 2002 

October 29, 2002 

October 29,2002 

October 29,2002 

86 



CERTIE[CATIONS 

I, James A. Cower, Chief Executive Officer of IDT Corporation, c a r  that: 

1. 

2. 

I have reviewed this annual report on Form 10-K of IDT Corporation; 

Based on my knowledge, this annual report does not contain any unme statement of a material fact or 
omit to state a mateiial fact necessary to make the statements made, in light of the circumstances under 
which such statemenrs were made, not misieading with respect to the period cover& by this annual 
report; and 

Based on my laowledge, the financial statements, and other financial information included in this 
annual report, fairly present in dl material respects the h c i a l  condition, results of operations and 
cash flows of the regismnt as of, and for, the periods presented in thir annual r e p a  

3. 

Date: October 29,2002 
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CERTIFICATIONS 

I, Stephen R Brown, Chief Financial Officer of IDT Corporation, c & f y  that: 

1. I have reviewed this mud report on Form 10-K of IDT Corporation; 

2. Based on my knowledge, this annual report does not contain any mirue statement of a material fact or 
omit tc state a material fact. necessary to make the statements made, in light of the circumstances under 
which such statements were made, not misleading with respect to the p&od covered by this annual 
report; and 

Based on my knowledge, the fmancial statements, and other kancial information included in this 
annual report, fairly present in all material respects the h c i a l  condition, results of operations and 
cash flows of the registrant as of, and for, the periods presented in l b i s  ann& report 

3. 

Date: October 29,2002 

/ s i  S m m ~  R. BROWN 
Stephen R Brown 
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REPORT OF INDEPENDENT AUDITORS 

The Board of Directors and Stockholders 
IDT Corporation 

We have audited the accompanying consolidated balance sheets of IDT Corporation (the "Company") as of 
July 31, 2001 and 2002, and the related consolidated statements of operations, stockholders' equity and cash 
flows for each of the three years in the period ended July 31, 2002. Our audits also included the financial 
statement schedule listed in the Index at Item lj(a).  These financial statements and schedule are the 
responsibility of the Company's management. Our responsiiility is to express an opinion on these financial 
statements and schedule based on oui audits. 

We conducted our audits in accordance with auditing standards generally accepted in the 'United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are kee of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting p G p l e s  used and si,@icant estimates made by management as well as evaluating the overall 
h a d a t  stakment presentation. We believe thai OUT audits provide areasonable basis for ow opinion. 

In OUI opinion, the financial statements referred to above present fairly, in all material respects, the 
consolidated financial position of the Company ar July 31, 2001 and 2002 and the consolidated results of its 
operations and its cash flows for each of the three years in the period ended July 3 1, 2002, in conformity with 
accounting principles generally accepted in the United States. Also, in our opinion, the related financial statement 
schedule, when considered in relation to the basic financial statements taken as a whole, presents fairly in all 
material respects the information set forth therein. 

New York, New York 
October 24,2002 

/S/ ERNST & YOUNG LLP 
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IDT CORPORATION 

CONSOLIDATED BALANCE SHEETS 

July 31 
2001 3002 

(in tboosmds, except share data) 
Assms 

Current assets: 
C u h  and cash equivalents . . , , . , ................................... $1,091,071 $ 351,248 
Marhtable securities 3,489 658,731 
Trade accounts receivable, net of allowance for doubtful acco 

July 31,2001 and $38,893 at July 31,2002 . . . . . . . . . . . .  116,759 126,153 
Other m t  assets 32,413 65,291 

Properiy, plant and equipmenf net ........................................ 224,042 250,631 
GoodwiU 52,702 , , , , . , . , , , . . , . . , , , , . , , . . , , , , , . , , , . . , 178,293 
Licenses and other intangibles, net 19,511 25,503 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  58,903 hvestments 60,732 
Othm assets . . 155,279 38,758 

Totalassets ................................. , , $1,881,589 $1,607,920 

............................... 

.................................................. 
Total current assets .................................... . . . . . . . .  1,243,732 1,201,423 

..................... 
........................................ 

. . . . . . . . . . . . .  ............................. 

LIAELlTIW AND STOCZ3OLDERS’ EQUITY 
Current liabilities: 

Trade accounts payable . . . . . . .  $ 163,313 $ 121,529 
Accrued expenses . . , . . 54,893 124,437 
Deferred revenue . 71,387 112,183 

20,927 22,960 
17,819 11,866 
328,339 392,975 

Deferred tax liabilities, net , . ......................... 390,914 241,973 
50,179 45,398 
14,502 3,088 

Minority interests . , . 21,419 54,956 
Couunitments and contingencies 
Stockholders’ equity 

........................ 

. . . . . . . . .  ........................... 783,934 683,434 

Preferred stock $.01 par value; authorized shares-l0,ooO,OoO; no shares 

Common stock, $.01 par value; authorized shares-100,000,000; 22,791,789 and 

Class A mmmon stock, $.01 pw value; authorized sham.-35,000,000; 

Class B common stock, $.Ol par value: authorized shares-lOO,OOO,OOD; 

. . . .  .................................... issued - - 
19,568,634 shares issued and outstauding in 2001 and 2002, respectively . . . . .  228 196 

9,816,988 shares issued and outstanding in 2001 and 2002 98 9a 

39,291,411 and 49,990,681 s h a m  issued and outstanding in 2001 and 2002, 
393 500 

. . . . . . . . . . . . . . . . . . .  494,093 606,387 
Treasury stock, at c (138,087) (153,713) 
Accumulated other (2,575) (2,675) 

. . . . . . . . .  722,086 418,737 

. . . . . . . .  1,076,236 869,530 
Total liabilities and stockholders’ equity . . . . . . . . . . . .  $1,881,589 $1,607,920 

See accompanying notes to consolidated financial statemeuts 
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IDT CORPORATION 

CONSOLIDATED STATEMENTS OF OPERATIONS 

Year ended Jaly 31 
2000 2001 MO2 
fin thoumds, except per share data) 

Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,093,912 $1,230,950 $1,531,614 
Costs and expmses: 

Direct cost of revenues (exclusive of items shown below) . . . . . . . . . .  918,257 1,066,845 1,205,003 
SeIling, g.~leral and administrative ............................ 343,702 337,107 370,577 

60,351 66,016 Depreciation and amortization 48,564 
Impairment charges ........................................ - l99,357 114,310 

............................... 

Total costs and expenses . . .  
Loss from operations . . . . . .  
Interest income, net . . . . . . .  
Other income (expense): 

............................. 

Equity in loss of affiLiates . . . . .  
Gain on sales of subsidiary stock 
Investment and o t h a  income (expense), net . 

item and cumulative effect of accounting change , . . , , . . , . 

........................ 
. . . . . . . . . . . . .  

Income (loss) before income taxes, minority interests, extraordinary 

Minority interests . . . . . . . . . . .  . . . . . . . . . . . . . .  
Provision for (benefit from) income taxes . . . . . . . . . . . . . .  
Income (loss! before extraordinary item and cumulative effect of 

Extraordinary loss on r e ~ e m e n t  of debt, net of income taxes of 

Cumulative effect of accountina chanee, net of income taxes of 

accounting change . . . . . . . . . . . . . .  . . . . . . . . .  

$1,894 . . . . . . . . . . .  . . . . . . . . . . . . . .  . . . . . .  

1,310,523 1,663,660 1,755,906 
(216,611) (432,710) (224.292) 

7,231 52,168 21,757 

(6,289) (75,066) (43,989) 

258,218 164,762 (12,117) 

392,893 747,480 (258,641) 
(59,336) 5,726 22,070 
218,403 209,395 (124,345) 

233,826 532,359 (156,366) 

350,344 1,037,726 - 

(2,976) - - 
- - 

.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - (146,983) 
Netincome (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 230,850 $ 532,359 $ (303,349) 

$3,525 - 

Earnings per share: 
Income (loss) before extraordinary item and cumulative effect of 

accounting change: 
Basic . . . . . . . . . . . . . . . . . .  
Diluted . . . . . . . . . . . .  

Exuaordinary loss on red bt, net of income taxes: 
Basic ....................... . . . . . . . . . . . . . . . .  
Diluted . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . .  . . . . . . . .  

Cumulative effect of acco 
Basic . . . . . . . . . . . . .  

. . . . . . . . . .  

Basic .............. ............................ 
.......................... . . . . . . . . . . .  

Weighted-averaEe number of shares used in calculation of earnings per 
share: 

Diluted . . . . . . . . . . . . . . . . . . .  
.................... . . . . . . . . . . . . . . . .  

. , . . , , , , , . , . , , . , , , . , , , , , , , 

$ 3.34 $ 
$ 3.11 $ 

$ (0.04) $ 
$: (0.04) $ 

$ - $  
$ - $  

$ 3.30 $ 
$ 3.07 $ 

69,933 
75,239 

7.79 $ (2.08) 
7.12 $ (2.08) 

- $  - 
- $  - 

- $ (1.96) 
- $ (1.96) 

7.79 $ (4.04) 
1.12 $ (4.04) 

68,301 75,108 
74,786 75,108 

See accompanying notes to consolidated financial statements. 
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IDT CORPORATION 

CONSOLIDATED STATEMEhlTS OF CASH FLOWS 

N x  mcmc loss, . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

> c p E m O i  cd Lmm;ado: . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
.Adpstnrmr :: R3Dc5iC 011 k r o r r  1 ~ :  I 2  -1 p:>'Snej b! , u % 5  x o p r c - 4  YUI?:CI 

Impaimen1 Ctm-W .................................................................... 
Exnaordinarv loss on redrwncnt of debt b e f m  income taxes . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
clnn~lative ;iiect of ascounting change heicm inmnctues ............... : ................... 
Minority lnmcsts ...................................... 
hicc guaraorec of Class B c o m  stock .................................................. 
Dcfcmdmxliahilides ............................................... 
h s m m  of comol l  stocli to 

.......... 
ck ............................... ................ 

.......... .......................... 
.............................................. 

N t I c a h ~ ~ d b y ( u s e d i o ) o p a a t i n g ~ v i d c s  ... ................................ 
Invesitng activftis 

k c m i c r  oipmpmy, plant md equipmad ................... , , , , , , , , , , , , , , . , , , , , . 
Issuance Of mtcs nceivab1t ............................................................. 
hvcsments and acquisitions. net of cash aquked ........................................... 
Callection of notes receivable ............................................................ 
Sdcs of marketable sccuit i ts  .................................................... . . . . . . . . . . . . . . . . . . . . . .  
Pvrsbases ofmsrketable sccurides ........................................................ 
Net proceeds irom sale of equity intmtrtr in mbbsid%q ....................................... 

Net cash (ussd in) provided by invsrtin~ activities ....................................... 
F i m w i w  actirlti~ 

5230,850 S 532,359 $ (303,349) 

48.564 60.351 66.016 - 199,357 114.310 
4,670 - - - - 150,508 

(59,336) 5.726 22.070 - - 5,310 
216.903 204,188 (127,342) - - 26,378 
(261.015) 148,724 6.807 

6,289 75,066 43,989 
4L917 3,082 1,894 - (313.486) - 

(350.344) (1,037,726) - 
(5?.M3) 36,029 29.151 

90,053 64.675 123.238) 
34,026 7.271 39.981 

(28.194) 14.234 (4,364) 

--- -~ 
(77,070) 26,228 21,743 

(101,292) 

(38.803) 
9,524 

- 

- 
(7.nm 

115.434 - 
(Z2.m) 

(106,513) 
(12,089) 
03,722) - 
164,052 - - 1.w2.113 

1,013,841 

(39,245) 
(8.543) 

(81.398) - 
742.866 

(1.399.171) - - 
(785,491) 

.................. Roffiais &om exercise of stock options fmNet2Phons - - 
(18.908) (19,018) 
- - 

...................... 117 - - 
............................ . . . . . . . . . . . . . . . . . .  Proceeds fromncrcise of stock options. 14,534 6,863 53.924 

Repayment of capiralltase obligaiioni (14,736) (19,033) 
(26,054) [6,308) 

.............................. 

74,787 - - - ... 361.189 - - 
................................ 5,WO - 30.000 

PmcEuds fmm iisuann of mck optims . 2.000 - 
.......................... (in1.gs3) (135.849) (15,640) 

Net cash provided by (used io) finm&,o activities ................. ..................... 209,142 (111.877) BSZ 
Nct (&crest) intresS:in cash ..................................... 928,192 (739,823) 
Cash and cash equivalents at brginning of year ...... 52,903 162,879 1.091.071 
pah and cash qvivalcnts at end of year 162,879 s 1,091.071 3 s i . x ~  

Cashpamcatrmsdeforiorcrest ................................... . . . .  s in.074 s 7,997 s 5.739 

--__ 
--- 

......................... --- .............................. --- --__ 
Supplemental disclosure of rash flow informtion 

-== 
Cash paymmtr made fa; income ~ X C P  $ 1.050 S 5.Y63 S 12.176 =-= 
P u r t h ~ c s o f p r n p ~ . p l ; m t a n d ~ q u i p m c n t ~ ~ , o h  capiral lcae obligations ...................... $ 45,541 $ 27,010 $ 19~311 

========= 
Exchange ofNet2Phooe common stock for ha:$ of Yahoo! k c .  

=-= 
Issuance of sass B common srockforacquiritiou 

..................................... 
Supplerneotal schedale ofnon-cash inverting and hmncing setivitis 

........................ $ -  $ 150,Dno $ - 
$ - $ -  5 34.964 ..................... . . . . .  --- --__ 

See accompanying notes to consolidated financial statements. 
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IDT CORPORATION 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
July 31,2002 

1. Summary of Significant Accounting Policies 

IDT Corporation (“IDT” or the “Company*) is a facilities-based multinational communications company 
that provides services and products TO retail and wholesale customers worldwide, including prepaid debit and 
rechargeable calling cards, consumer’long distance services, and wholesale canier services. The Company also 
operates several media and entertainment-related businesses, most of which &re currently in the early stages of 
development. 

Winstar Holdings (“Winstar”), a wholly owned subsidiary of IDT, is a broadband and telephony service 
provider to comniercial and governmental customers. Through its fned-wireless and fibes infras!xuctae, Winstar 
offers local and long distance phone services, and high speed htemet and data communications solutions. 

On May 4, 2001, the Company declared a stock dividend of one share of Class B common stock for every 
one share of common stock Class A common stock and Class B C D ~ ~ O U  stock. IDT dist3buted the dividend 
shares on May 31, 2001 to shareholders of record on May 14, 2001. The stock dividend has been accounted for 
as a stock spU and all references to the number of common shares, per common share amounts and stock options 
have been restated to give retroactive effect to the stock dividend for all peiiods presented. The Class B common 
stock commenced trading on the New York Stock Exchange on June 1,2001 under the ticker symbol TDT. B”. 

Descriprion of Business 

investment in Nef2Phone 
Until Au,pst 2000, the Company also provided Internet telephony services through its majoriv owned 

subsidiiuy NetZPhone, Luc. (“NeQPhone”). On August 11,2000, the Company completed the sale of 14.9 million 
shares of its holdings of NetZPhone’s Class A COKUTLOQ stock, at a price of $75 per share, to ITeITech, LLC 
(‘TelTech”); a Delaware limited liability company controlled by AT&T Corporation (“AT&T”). In addition, 
ITelTech purchased lour &on newly-issued shares of Class A common stock from NeQPhoue at a price of $75 
per share. These transactions reduced the voting stake of lDT in Net2Phone from approximately 56% to 21% and 
its economic stalce in Net2Phone from approximately 45% to 16%. In recognition of these transactions, the 
Company recorded a gain on sales of subsidiaq stock of $1.038 billion during the year ended July 31,2001, and 
deconsolidated Net2Phone effective August 11,2000. Amrdiugly, the Company accounted for its investment in 
NetZPhone subsequent to the deconsolidation using the. equity method of accounting. 

On October 23, 2001, IDT, Liberty Media Corporation (‘Ziberty Media”) and AT&T formed a limited 
liability company (‘LLC‘‘), which through a series of tra&i.ctions among IDT, Liberty Media and AT&T now 
holds an aggregate of 28.9 million shares of Xet2Phone’s Class A common stock. represenling appro -h tdy  
46% of NeQ?hone’s outstanding capital stock. Because the LLC holds Class A common stock with two votes 
per share, the LLC has approximately 63% of the shareholder vohg power in Net2Phone. IDT holds the 
controlling membership interest in the LLC and is the rnana-hg member of the U C .  Through M y  3 1,2002, the 
Company accounted for its investment in the LLC using the equity inethod since its control of the LLC was 
deemed to be temporary due to unilateral liquidation rights held by each of the LLC members. As of July 31, 
2002, IDT’s equity investment in Net2Phone was 19.2%. 

In August 2001, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial 
Accounhg Standards (“SFAS”) No. 144, Accounting for the Impaimtent or Disposal of Long-Lived Assets, 
which addresses flnancial accounting and repoiting for the impaiment or disposal of long-lived assets and 
supersedes SFAS No. 121, .4ccounting for fhe Iinpairnzent of Long Lived Assers to be Disposed OL and the 
accoundng and reporfin: provisions of Accounting Principles Board (“APB”) Opinion No. 30, Repom’ng the 
Results of Operations for a Disposal of a Segment of a Business. SFAS No. 1 4  also amends Accounting 
Research Bulletins (“ARB” 511, Consolidated Financial Statemenrs, as amended by SFAS No. 94, Consolidation 
of ALL Majoriry-Owned Subsidiaries, to eliminate the exception to consolidation for a subsidiary for which 
control is likely to be temporary. IDT will adopt SFAS No. 144 as of Augnst 1,2002, and will thus no longer 
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IDT CORPORATION 
NOTES TO CONSOLDATED FEVANCIAL STATEMEWS-(Continuea) 

account for its investment in Net2Phone unde- the equity method of accounting. Therefore. effective August 1, 
2002, Newhone will be reconsolidated. The consolidation will result in the inclusion of IDT's and NeQPhone's 
results of operaiions and financial position be,&ning August 1,2002. This change in accounting will not change 
the net income or loss that would have been reported had the Company continued to account for its investment in 
Net2Phone under the equity method of accounting. Summariztd financial information for Net2Phone as of and 
for the year ended July 31 is as fo~ows:  

ZOO1 2002 
(inthornands) 

Total current assets ....................................................... $287,572 $ 114,138 
Totalassets ............................................................. 411,403 171,696 
Working capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  218,100 60,321 
Revenues ............................................................... 150,198 137,855 
Loss from operations ..................................................... (240,210) (257,794) 

Basis of Consolidation and Accounting for hesmenfs  

The consolidated fmancial staements include the accounts of IDT and all companies in which IDT has a 
controlling voting interest that is not temporary ("subsidiaries"), as if IDT and its subsidiades were a single 
company. Si,dlcant intercompany accounts and transactions between the consolidated companies have been 
eliminated. 

Investments in companies in which IDT has si,g!ficant influence, but less than and other than temporary 
controlling voting interest, ar? .accounted for using the equity method of accounting. Investments in companies in 
which IDT does not have an other than temporaq controlling interest or an ownership and voting interest so 
large as to exert si,@mnI influence are accounted for af market value if the invesnnents are publicly traded and 
rhere are no resale resnictions, or at cost, if the sale of a publicly-traded investment is resh-icted or if the 
investment is not publicly traded. Due to the adoption of SFAS No. 144, effective A u s s t  1: 2002, IDT will 
consolidate all compmies in which it has a controlling voting interest, regardless of whether that cont;ol is 
temporary. 

The effect of any changes in IDT's ownership interest.: resulting from the issuance of equity capital by 
consolidated subsidiaries or equity investees to unaffiliated parties is included in gain on sales of'subsidia-y 
stock. 

Reclass&ationr 

Certain pior year amoiunu have been reclassified to conforin to ;he current year's presentation 

Use ofEsrinm2es 

The preparation of financial statements in confoimity with accounting principles generally accepted in the 
United States requires management to make estimates and assumptions that affect the amounts reported in the 
financial statements and accompanying notes. Actual results may differ from those esti-ates. 
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IDT CORPORATION 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued) 

Revenue Recognition 

Communications services are recognized as revenue when services are provided. Revenue on sales of 
prepaid calling cards is deferred upon activation of the cards and recognized as the card balances are 
decremented based on minute usage and service charges. Unused balances are reco,@ed as revenue upon 
expiration of the calling cards, which is generally the later of six months from the date of first use and twelve 
months from activation. 

Revenues at OUI %'instar segment related to high-speed Internet and dam services and local and long- 
distance voice services are reco,+ed when services are provided. 

Purchase of Nenvork Capacity 

Purchases of network capaciv pursuant to Indefeasible Right of Use ('?RV) agreements are capitalized at 
cosi and amortized over the tam of the capacity aseement, which is generally 15 years. Historically, we have 
nor been a provider of network capaciv. 

Direct Cost of Revenues 

Direct cost of revenues cousists primarily of termination costs, toll-free costs, and network costs-incIuding 
customer/canier interconnect charges and leased fiber circuit charges. Direct cost of revenues also includes 
connectivity costs for the Winstar's fixed-wireless network hackhone and lease payments for Winstar's network 
of buildings. Direct cost of revenues excludes depreciation and amortization expense. 

Properry. Pliuli anrl Equiprnen.f 

Equipment, buildings, and fumiiure and fixtures are recorded at cost and are depreciated using the straight- 
line method over the estimated useful lives of the assets, which range as follows: equipmeut-5 to 7 years; 
bu i ld ings40  years; and furniture and fixtures-5 to 5 years. Leasehold improvemenrs are depreciared using the 
stmi$t line method over the Erm of their lease or their estimated useful lives, whichever is shorter. 

Advemsing Expense 

The majority of JDT's advertising expense relates to i t s  consumer long distance business. Most of the 
adveriisements are in print or television media, with expenses recorded as they are incurred. Some of the 
advertising for the consumer long distance business is also done on a cost-per-acquisition basis, where the 
Company pays the provider of adveriising based on a fixed amount per each customer who becomes a subscriber 
of its services. In such :ases, the expenses are recorded based on the number of customers who were added 
during the period in question. 

For the years ended July 31,2000, 2001 and 2002, advertising expense totaled appioximtely $46.7 million, 
$17.1 million and $16.0 million, respectively. 

During the year ended July 31, 2000, the Company incued  approximately $28.0 million of costs to 
terminate advertising arrangements. These advertising rermhation costs are included in selling, general and 
administrative expenses in the accompanying consolidated statements of operations. No advertising termination 
costs wereincurred for the years ended JuIy 31,2001 and 2002. 
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IDT CORPORATION 

NOTES TO CONSOLIDATED FINANW STATEMENTS-(Continued) 

So%yare Development Costs 

Costs for the mternal development of new softwme products and substantial enhancements to existing 
software products to be sold are expensed 85 incurred una technological feasibiliiy has been established, at 
which tune any additional costs are capitalized. For the y-ars ended July 31,2000,2001 and 2002, research and 
development costs totaled approximately $4.7 million, $2.5 d o n  and $1.0 &on, respsctively. 

Capitalized I n t e m l  Use Sofnvare Costs 

The Company capitaliz:s certain costs incurred in connection with developing 0: obtaining internal use 
software. Tbsse costs consist of payments made to third parties and the salaries of employees wor!&g on such 
software development. For the years ended July 31, 2000, 2001 and 2002, the Company has capitalized $8.6 
million, $2.5 million and $1.4 million, respectively, of internal use software costs as computer software. 

Repairs and Maintenance 

We charge the cost of repairs and maintenance, including the cost of replacing minor items not constirating 
substantial betterment, to selling, general and adminiseative expenses as these costs are incurred 

iong-Lived Assets 

In accordance with SFAS No. 121, the Company reviews its long-lived assets and certain identifiable 
intangibles for impairment whenever events or changes in circumstances indicate that the carrying amount of an 
asset may not be recoverable. The analysis of the recoverability utilizes undiscounted cash flows. The 
measurement of the loss, if any, will be calculated as rhe amount by which the canying amount of the asset 
exceeds the fair value. 

Cash and Cash Equivalents 

The Company considers all highly liquid investments with a inamity of h e  m o n k  or less when 
purchased to be cash equivalents. Cash and cash equivalents are carried at cosr, which approximates market 
value. At July 31,2lN1 and 2002, the Company had 69% and 6095, respectively, of its cash and cash equivalents 
in thee and two financial institutions, respectively. 

Goodwill 

In June 2001, the FASB issued SFAS No. 142, Goodwill and Other Intangible Assets. Under the new d e s ,  
goodwill and intansble assets deemed to have indeilnite lives will no longer be amortized but me subject to 
impairment tests, performed at least annually, in accordance with the Statement. Other inlan$ble assets will 
continue to be amortized over their useful lives. 

Other inian:ibles 

Licenses are amortized over 5 years using the straight-line method. Cos% associated with obtaining the right 
to use trademarks and patents owned by third parties me capi'alized and amortized on a suaight-line basis over 
the term of the tiademark licenses and patents. Acquired core technolo2 is amortized over 3 to 5 years. The 
Company systematically reviews the recoverability of its acquired licenses and other intangible assets to 
determine whether an impairment has occured. Upon determination that the c ~ ~ l ~ i n g  value of acquired licenses 
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NOTES TO CONSOLIDATED FINANCIAL STATENENTS-gontinued) 

and other intangible assets will not be recovered based on the undiscounted future cash flows of the acquired 
business, the carrying value of such acquired licenses and other intangible assets would be deemed impaired and 
would be reduced by a charge to operations in the amount that the canying value exceeds the fair value. 

Foreign Currency Translation 

Assets and liabilities of foreign subsidiaries denominated in foreign currencies at July 31 are translated at 
year-end rates of exchange and monthly results of operations are translated at the average rates of exchange for 
that month. Gains or losses resulting from translating foreign currency financial statements are recorded as a 
separate component of accumulated othe~ comprehensive loss in stockholders' equity. 

Income Taxes 

The Company reco,&es deferred tax assets and liabilities for the k h u e  tax consequences arnibutable to 
differences between the financial smtements carrying amounts of existing assets and liabilities and their 
xespective tax bases. A valuation allowance is provided when it is more likely than not that some pomon or all of 
a deferred tax asset wiIl not be realized. The ultimate realization of deferred tax assets is dependant upon the 
generation of fuwe taxable income during the period in which related temporary differences become deductible. 
Management considers the scheduled reversal of defexed tax liabilities, projecred future taxable income and tax 
planning strategies in this assessment. Deferred tax assets and liabilities are measured using the enacted tax rates 
expected to apply to taxable income in the years in which those temporary differences are expected to be 
recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is reco,&d in 
income in the period that includes the enaciment date. 

Earnings Per Shnre 

Basic earnings pes share is computed by dividing the net income (loss) atbibutable to common stockholders 
by the weighted average number of common shares outstanding during the period Diluted eamings per share 
adjusts basic eamings per share for the ef€wts of ionvemble securities, stock options, warrants, contingently 
issuable snares and other potentially dilutive financial instruments, only in the periods in  which such effect is 
dilutive. 

Vulnerabiliry Due fo Certain Concentrations 

Financial instruments that potentially subject the Company to concentration of cre&t risk consist principally 
of cash and cash equivalents, marketable securities and aade accounts receivable. Concentration of credit risk 
with respect to trade accounts receivable is limited due to the large number of customers in various geographic 
regions comprising the Company's customer base. No single customer accounted for more than 10% of 
consolidated revenues in Fiscal 1002. Bowevcr, OUT 5 Izrgest customers accounted for 15.2% of consolidated 
revenues in Fiscal 2002. This concentration of revenues inczeases OUT risk associated with nonpayment by these 
customers. 

The Company is subject in risks associated with its international operations, including changes in exchange 
rates: diEculty in trade accounts receivable coUection and l o n p  payment cycles. 

Management re,darly monitors the creditworthiness of its domstic and international customers and 
believes that it has adequately provided for any exposure to potential credit losses. 

F-11 



IDT CORPORQTION 

NOTES TO CONSOLIDATED ITNANCIAC STATEMENTS-(Confinued) 

Feir Value ef Financial Instrunrenu 

The estimated fair value of financial insmments has been determined using available markel infomation or 
other appropriate valuation methodologes. However, considerable judgment is required in .interpreting market 
data to develop estimates of fair value. Consequently, the estimates m not necessaiily indicahve of the amounts 
that could be realized or would be paid in a cment markt exchange. At July 31,2002, the canying value of the 
Company’s trade accounts receivable, other current assets, trade accounts payable, acrmed expenses, deferred 
revenue, capital lease obligations and other curtent liabilities approximate fair value. 

Stock Based Compemai5on 

As permitted under SFAS No. 123, Accoroliingfor Stock-Based Compensation (“SFAS I%”), the Company 
applies APB No. 25 in accounting for its stock option plans and, accordingly, compensation cost is recognized 
for its stock options only if it relaes to non-qualified stock options for which the exercise price was less thao the 
fair market value of the Company’s common stock or Class B common stock as of the date of g a n L  The 
compensation cost of these grants is amortized on a straight-he basis over theis vesting periods. The Company 
follows the disclosure only provisions of SFAS 123 and provides pro forma disclosures of net income (loss) and 
net income (loss) per share as if the fair valuebased method of accounting for stock options, as defined in 
SFAS 123, had been applied. 

Recently IssuedAccounting Standardr 

In June 2001, the FASB issued SFAS KO. 143, Accounting.for Retirement Obligations (“SFAS 143”). SEAS 
143 establishes accounting standards for the recognition and measurement of an asset retirement obligation and 
its associated asset retirement cost. It also provides accounting sidance for legal obligations associated with the 
retirement of tangible long-lived assets The Company is required to adopt SFAS 143 on Auugust 1, 2002 and 
expects that the provisions wiU not have a material impact on its consolidated fmancial statements 

In Apd 2002, the FASB issued SFAS No. 145, Rescission of FASB Statements No. 4, 44 and 64, 
Amendment of FASB Starenaenr No. 13, and Technical Corrections (“SFAS 145”). SFAS 145 updates, clarifies 
and simplifies existing accounting pronouncements. SFAS 145 rescinds Statement No. 4, which required ali 
gains and losses from extin,ouiShment of debt to be aggregated and, if material, classified as an extraordinary 
item, net of related income tax e.ffect. As a result the criteria in APB Opinion No. 30, Reporting the Results of 
Operations Reporring the Eflecrs of Disposal of a Xegrnent of a Business, and Extraordinaiy, Unusual and 
Infrequently Occurring Events and Transactions, will now be used to classify those gains and losses because 
Statement No. 4 has been rescinded. Statement No. 44 was issued to establish accounting requirements for the 
effects of transition to provisions of the Motor Canier Act of 1980. Because the mnsition has been completed, 
Statement No. 44 is no longer necessary. 

SFAS 145 amends Statement No. 13 to require. that certain lease modicahons that have economic effects 
similar to sale-leaseback tmisactions be accounted for in  the same manner as sale-leaseback tiansactions. This 
amendment is consistent witll the FASB’s goal of requiring simiar accountb: treatment for transactions that 
have similar economic effects. SFAS 145 also makes technical correctiocs to existing pronouncements. While 
those coirections are not substantive in nature, in some instances, they may change accounting practice. IDT is 
rquired to adopt SFAS 145, effective for Fiscal 2003. Upon adoption, any gain or loss on extinguishment of debt 
previously classified as an extraordinary item in prior periods presented that does not mect the criteria of APB 
Opinion No. 30, will be reclassified to confoim with the. provisions of SFAS 145. The Company does not Expect 
the adoption of SFAS 145 will have a material impect on its consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATJJMBNTS-(Continued) 

In June 1002, the F.4SB issued SFAS No. 146, Accounrkg for Costs Associated with a i r  OF Disposal 
Activities (“SFAS 146”). SFAS 146 requires Companies to reco,&e costs associated with exit or disposal 
activities when they are incurred rather than at the date of a commitmenr to an exit or disposal plan. Previous 
accounting guidance was provided by Emer+g Issues Task Force (“EITF”) Issue No. 543 ,  Liabiiily 
Xecognition for Certain Employee Termination Benefits ami Other Costs io Exit m Acfiviq) (including Cezain 
Costs Incurred in a Restructuring) 94-3). SFAS 146 rephces EITF 94-3. The Statement is to be applied 
prospectively to exit or disposal activities initiated after December 31,2002. Toe Company does not expect the 
adoption of SFAS 146 will have a material impact on its consolidated financial statements. 

2.. Marketable Securities 
The Company classifies all Of its marketable securities as “available-for-sale secu$ies.” Such marketable 

securities consist primarily U.S. Government Agency Obligations, which are stated at market value, with 
unrealized gains and losses in such securides reflected, net of tax, as “other comprehensive income floss)” in 
stocliholders’ equity. The Company intends to maintain a liquid portfolio IO take advantage of investment 
opporhmities; therefore, all marketable securities are classified as “short-rem.” The following is a summary of 
marketable securities as of July 31,2002: 

G F W  GrwS 
timdzed Unrealized 

(in thousands) 
Cost Gains Loses  Fair Value 

Short-term 
Available-for-sale securities: 

U.S. Government Agency Obligations . . . . , . . , . , , , . . . $628,635 $3,490 $ - $632,125 
- (5,663) 26,606 Other marketable securities . . . . 

$660,904 $3,450 $(5,663) $658,731 

. , . , , . , . . . , , , . . . , - -  
_ _ _ _ _  

The following is a summary of marketable securities as of July 3 I, 2001: 

Gross Gross 
Unrealized Unrealized Fair 

Cost Gains Losses Value 
(in thousands) 

-- - 
Short-term 
Available-for-sale securjties: 

US. Government Agency Obligations . . . ,  . . _ . . . . . . . . . . . .  $1,150 $- $ (33) $1,117 
(3,946) 2,372 Other nmketable securities . . 

$7,468 $- $13,975) $3,489 

Sales and realized (gains) losses kom the sale of available-for-sale securities for the years ended July 31, 
2000,2001 and 2002 amounted to approximately $104.2 million and $(28.3) &ion, $162.0 million and $126.0 
million, and $742.9 million and $(1.S) d o n ,  respectively. The Company uses the specific identification 
method in computiug the gross realized gains and gross realized losses on the sales of marketable securities. 

-- , . . , . , . , , . , , , , , , 6,318 - - -  
-- ======e -- 

During Fiscal 2000? IDT sold approximately $55.0 million of held-to-maturity securities prior to their 
maturity dates and recorded a loss of approximately $1.2 million. The securities were sold to fund certain 
transactions. In connection with these sales, marketable securities with a cost bask of approximately $22.0 
million were reclassified as available-for-sale and through July 31,2000, unrealized losses of approximately $0.8 
million were included in accumulated other comprehensive loss. 
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